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The Government of Paraguay has consulted the Inter- 
national Monetary Fund on changes in its foreign 
exchange system which were made effective August 1. 
The changes provide for the establishment of a basic 
buying and selling rate of 15 guaranies per U.S. dollar 
in the official market—which in 1950-51 accounted for 
75 per cent to 85 per cent of total exchange transactions 
—instead of the two previous rates of 6 guaranies and 
9 guaranies per U.S. dollar. 

Export taxes will continue for most exports, and some 
subsidies will be retained on a temporary basis for a 
few minor exports. 


In additon to the basic import rate of 15 guaranies 
per U.S. dollar, the new system provides (1) temporary 
subsidies for specified essential imports and nontrade 
government payments, and (2) exchange surcharges of 
6 guaranies per U.S. dollar on a list of semiessential 
imports (Group II) and 15 guaranies per U.S. dollar on 
a list of nonessential imports (Group III). Luxury im- 
ports will continue to be prohibited and the free market 
will be limited to invisibles, as previously. 

The new exchange system will be applied together 
with a program of economic stabilization embodied in the 
following measures: 


(1) The exchange surcharges and the export taxes 
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included in the new system will be applied primarily 
to attain monetary stabilization. 

(2) The Government is planning to extend the 1951-52 
fiscal budget through the end of the year, in an attempt 
to hold expenditures at the present level, to limit the in- 
crease in expenditures to an adjustment of 50 per cent 
in the salary scales of civil service personnel, and to make 
some minor adjustments. In an effort to increase rev- 
enues before the new fiscal budget becomes effective, an 
upward tax revision initiated in December 1950 will be 
accelerated during the remainder of the year. 

(3) The Government intends to make more effective 
use of restrictive monetary and credit instruments. The 
new central bank, which began operations on July 1, 
1952, may provide a basis for a proper monetary and 
credit policy. 

As part of its economic program, Paraguay has set up 
a plan for the expansion of agriculture. A $5 million 
loan granted in December 1951 by the International 
Bank for Reconstruction and Development (see this News 
Survey, Vol. IV, p. 189) will be used to finance imports 
of agricultural machinery and road building equipment. 
Sources: International Monetary Fund, Press Release No. 

187, Washington, D. C., August 1, 1952; official 
Paraguayan reports. 


Brazilian Repurchase of Currency 


The Government of Brazil paid $25 million to the 
International Monetary Fund during the month of July 
in repurchasing the equivalent amount of Brazilian 
cruzeiros. 


Europe 


EPU Operations in June 

The position of the United Kingdom in the European 
Payments Union showed little improvement in June, 
when there was a deficit of 47.8 million units, against 
deficits of 49.4 million units in May and 56.5 million 
units in April. The June figure included about 7 million 
units corresponding to the half-yearly interest payment 
which the United Kingdom had to make to EPU. Since 
the U.K. cumulative deficit was in excess of its quota, 
a gold payment equivalent to the total monthly excess 
would ordinarily have been made. However, following 
the decision on the settlement of Belgium’s excess credit 
(see this News Survey, Vol. IV, p. 399 and Vol. V, p. 25), 
Belgium transferred to the credit of the United Kingdom, 


There were no other repurchases during the month of 

currencies held by the Fund. 
Source: International Monetary Fund, Press Release 
No. 188, Washington, D. C., August 4, 1952. 


as of July 1, 25 million units of account; as a result, 
the gold payment amounted to only 22.8 million units. 
This brought the total of U.K. gold payments to 483.1 
million units. It seems that expenditures of tourists 
traveling on the Continent were an important factor in 
keeping the June deficit high. It is not believed that 
capital movements influenced significantly the month’s 
results. 

France had a surplus of 22.2 million units in June, 
compared with a May deficit of 0.5 million units. Under 
the arrangement described above, France was credited, 
as of July 1, with 25 million units by debiting Bel- 
gium’s excess credit holdings. The French cumulative 
accounting deficit then was 395.7 million units of which 
125.0 million was paid in gold and 270.7 million was 
settled by credit. These figures take into account the 
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recalculation of French obligations to EPU on the basis 
of her old quota which in March had been increased 
temporarily by 100 million units. 

Belgium had a surplus of 21.0 million units in June. 
Since this surplus included about 4 million units of 
interest payments received from EPU for the first half of 
1952, the June surplus was at the same level as the May 
figure (17.5 million units). The June surplus raised 
Belgium’s cumulative accounting surplus to 788.7 mil- 
lion units of which 364.8 million was received in gold 
and 423.9 million was settled through the extension of 
credit. However, as provided by the agreement on the 
settlement of Belgium’s excess credit holdings, a number 
of operations reduced, as of July 1, Belgium’s accounting 
surplus by 372.9 million units, to 415.8 million units: 
(1) 80 million units of credit was settled by the Union in 
gold; (2) 50 million units of credit was consolidated 
(to be paid in five annual installments); (3) 50 million 
units of credit was settled by debiting Belgium’s account 
with EPU and crediting the accounts of France and the 
United Kingdom to the extent of 25 million units each, 
these two countries having undertaken to deliver in the 
next two years armament goods of that value; and (4) 
192.9 million units of gold (already received) was taken 
off Belgium’s cumulative accounting surplus, which 
means that if that country registers deficits in the future 
it will not have to pay this gold back to the Union. 

The largest June surplus, 76.4 million units, was that 
of Germany; settlement was made half in gold and half in 
credit. As a result of a series of surpluses in recent 
months, Germany is now the second largest creditor in 
EPU, with a cumulative credit position of 205.5 million 
units of account. Surpluses were also recorded by the 
Netherlands (17.8 million units), Switzerland (5.0 mil- 
lion units), and Norway (2.0 million units). 

The deficits of Greece (24.7 million units) and Turkey 
(20.7 million units) were relatively large. Greece settled 
its deficit by the use of “special resources”; Turkey’s 
settlement was in gold. Deficits were also incurred by 
Italy (19.0 million units), Sweden (13.6 million units), 
Portugal (7.2 million units), and Austria (2.4 million 
units) . 

Sources: The Financial Times, London, England, July 
2, 1952; Agence Economique et Financiére, 
July 5, 1952, and Organization for European 
Economic Cooperation, Press Release, July 16, 
1952, Paris, France. 


United Kingdom Overseas Position 

The Chancellor of the Exchequer, speaking in the 
House of Commons on July 29, stated that the United 
Kingdom balance of payments position has shown sub- 
stantial progress in recent months. In the first six months 
of this year, after taking credit for £75 million of defense 
aid, the U.K. current account deficit with the non-sterling 
world had been reduced to an annual rate of some £400 
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million—compared with a deficit at an annual rate of 
£1,200 million in the second half of 1951. The Chancel- 
lor said that after allowing for the effect of the various 
new measures outlined below, and after taking credit for 
U.S. defense aid estimated at £115 million, it was ex- 
pected that the current account of the United Kingdom 
would be in balance with the non-sterling world in the 
second half of this year. 


In regard to the over-all current account position, the 
annual rate of the deficit in the first quarter of 1952 
had been reduced to about £150 million, compared with 
a rate of deficit of £850 million in the second half of 
1951. There had been a further significant improvement 
in the second quarter of 1952, and the Chancellor be- 
lieved the United Kingdom would achieve its objective of 
being at least in balance with the rest of the world in 
the second half of this year, without taking into account 
US. aid. 

The Chancellor said that these targets would not be 
achieved without further reduction in the import pro- 
gram. Forward purchases had therefore been strictly 
limited and the rate of imports will continue to fall even 
more sharply during the next few months. In the second 
half of this year imports of unrationed goods, apart from 
wheat and flour, would be 25 per cent lower than in the 
second half of 1951. In order to allow for the very large 
increase in imports of steel, cuts had to be imposed on 
imports of other raw materials. In particular, imports 
of tobacco and pulp and paper would be 50 per cent less 
than in the second half of 1951. Since imports of basic 
foodstuffs and raw materials had actually risen in the 
first six months of 1952, it was not expected that the cuts 
in the second half of the year would result in any over-all 
decline in the size of stocks over the year as a whole. 
Imports of manufactured goods, other than machinery 
and defense supplies, would be about 40 per cent less 
during the second half of this year than they were in 
the corresponding period of 1951. 

Coal exports this year should amount to around 154, 
million tons, or twice the 1951 figure. The Financial 
Times estimates that, assuming no change in prices, 
foreign exchange receipts from net coal exports this year 
should amount to some £70 million, compared with £20 
million in 1951. The United States has already placed 
orders in the United Kingdom for defense equipment 
amounting to £25 million, and further sales are being 
discussed. Other orders for armaments should yield 
a further £10 million in non-sterling currencies this year. 

In order to assist the export drive, exchange control 
over credit terms will be modified, and the export facil- 
ities under the Export Credit Guarantees Act will be 
widened to help make prices competitive. A new pat- 
tern of defense effort will limit the demands made by 
rearmament on the engineering industries in the near 
future. 


INTERD 


The 
in raw 
likely 
had be 
ing th 
stantia 
this ha 
measut 
positio 


embark 
greates 
friends 
world | 
had an 
autumr 
Ministe 
comme 
of imp 
part v 


should 


Source: 


French 
In th 


ent to 
countri 
of the 
countri 
(f.0.b.) 
about | 
1951, « 
crease 
hand, « 
volume 
value c 
cent ab 
It is 
half of 
about | 
billion 
quarter 
posed i 
from a 
quarter 
in both 
The 
































































































































































































INTERNATIONAL FINANCIAL News Survey, August 8, 1952 





43 










The Chancellor stated that, owing to the recent fall 
in raw materials prices, the outer sterling countries were 
likely to be in balance, rather than have a surplus as 
had been forecast earlier, with the non-sterling world dur- 
ing the second half of 1952. He stated that a sub- 
stantial deficit toward EPU would be recorded in July— 
this has since been put at $99 million—but that the new 
measures he had announced should result in restoring a 
position of balance in EPU, he hoped by the end of the 
year. 

The Chancellor concluded in the following manner: 
“We could not ourselves bring about an expansion of 
world trade. We needed the help of the sterling Common- 
wealth and Canada, and the good will of the United 
States in helping with capital for overseas development 
and purchase of our available raw materials and ex- 
ported goods. . . . Thus the Government had decided to 
embark on what they hoped would develop into the 
greatest effort made since the war to establish with our 
friends and allies the conditions for a real expansion of 
world trade. They would begin, as the Prime Minister 
had announced, with a Commonwealth conference in the 
autumn. . . . They hoped in these official and Prime 
Ministerial discussions to survey every aspect of financial, 
commercial, and economic problems, including the system 
of imperial preferences and to consider together what 
part various international organizations and agencies 
should play in the solution of our problems.” 

Sources: The Times, July 30, 1952, and The Financial 
Times, July 30, 1952, London, England. 


French Trade with Foreign Countries 


In the first half of 1952 France had a deficit equival- 
ent to about US$0.8 billion in its trade with foreign 
countries, a sharp increase over the US$0.3 billion deficit 
of the first half of 1951. Imports (c.if.) from foreign 
countries this year were $2,017 million and exports 
(f.0.b.) were $1,164 million. The value of imports was 
about 17 per cent above the value in the first half of 
1951, an increase which corresponds roughly to the in- 
crease in volume. The value of exports, on the other 
hand, declined by 19 per cent. The reduction in the 
volume of exports, however, was much greater than the 
value change, since export prices were more than 10 per 
cent above those in the first half of 1951. 

It is important to note that the statistics for the first 
half of 1952 conceal the changes in French trade since 
about March. The adverse balance dropped from $0.5 
billion in the first quarter to $0.3 billion in the second 
quarter. The change was due to import restrictions im- 
posed in February 1952, which tended to reduce imports 
from a monthly average of $366 million in the first 
quarter to $306 million in the second quarter. Exports 
in both quarters averaged $194 million a month. 

The six-month adverse balance was financed mainly 








by utilization of the French quota in EPU (credit from 
EPU up to $124 million and gold payments up to $112 
million) and funds from the Mutual Security Agency. 
It is possible that for part of the imports recorded in 
trade returns for the first quarter of 1952 payment was 
made late in 1951, since the official balance of payments 
statement of the franc area for 1951 shows payments 
figures for imports in 1951 substantially higher than 
figures for trade returns. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 15, 1952; Agence Economique et Finan- 
ciére, Paris, France, July 21, 1952. 


Relaxation of Belgium’s Export Restrictions 


The Belgian authorities have announced a further 
relaxation of certain measures which have a restrictive 
effect on exports to EPU countries. Previously, proceeds 
of exports to EPU countries were blocked for six months 
to the extent of 5, 7.5, 10, 15, 20, or 25 per cent of the 
net proceeds, the percentage applicable depending on the 
nature of the goods exported. Moreover, 40 per cent of 
the proceeds from transfers of capital or income from 
capital from EPU countries was also blocked in special 
accounts (see this News Survey, Vol. IV, p. 303 and Vol. 
V, p. 26). As of July 29, these percentages were re- 
duced by one fifth so that the new percentages are 4, 6, 8, 
12, 16, 20, and 32; the period during which the pro- 
ceeds are blocked remains the same, i.e., six months. 
Also, the mobilization of the blocked accounts has been 
facilitated, because the holders of such accounts may 
now obtain certificates “to order.” As of the same date, 
the tax on exports to EPU countries, which had been re- 
laxed on June 1, was removed from certain products and 
reduced in regard to other products. 

Sources: Agence Economique et Financiére, July 22 and 
23, 1952, and Office Belge du Commerce Ex- 
terieur, /nformations Commerciales, July 29, 


1952, Brussels, Belgium. 


Reduction of Swedish Dollar Imports 


Because of an expected decline in Swedish dollar 
earnings resulting from a further decrease in exports of 
wood pulp and smaller income from shipping, the Swed- 
ish dollar import program for the second half of 1952 
has been reduced. Imports under the revised licensing 
plan amount to about SKr 400 million (US$77 million), 
which is SKr 100 million ($19 million) less than orig- 
inally planned. For the whole year 1952 dollar imports 
are expected to be some SKr 200 million ($39 million) 
less than last year. It is difficult to estimate Sweden’s 
dollar earnings because a major part is made up of 
earnings from wood pulp exports to the United States. 
At present, both the quantity and price of exports of 
wood pulp cannot be forecast with any certainty. 

Part of the cut in dollar imports is made possible by 
a reduction in coal imports, from 900,000 tons to 
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500,000 tons, since larger supplies are available from 
European sources. Imports of machinery, cotton, and 
chemicals, as well as some metals, will also decrease. 
It is expected that during the second half of the year 
it will be possible to maintain oil imports at the neces- 
sary level; these imports comprise about one third of the 
dollar import program. 

Swedish industry will probably be affected by the 
decline in dollar imports. However, since the European 
output of most articles is steadily increasing, it is ex- 
pected that prices on the European market will fall, thus 
making it possible before long to procure Swedish im- 
ports from the European, instead of the U. S., market. 
Prices of some metals, such as lead and zinc, are already 
lower on the European market, but the price of cotton 
is still approximately 25 per cent lower in the United 
States than in other markets, although this year the differ- 
ence has become smaller. Swedish imports of cotton 
during the rest of 1952, however, will not be affected to 
any great extent by the cut in dollar imports, since U.S. 
deliveries of cotton for the whole year were decided upon 
at the beginning of this year and a large part have already 
been imported. 

Sources: Svenska Dagbladet, Stockholm, Sweden, July 2 
and 3, 1952. 


Swedish Export Restrictions for Tourists 

Tourists visiting Sweden in the period June to Septem- 
ber of this year are permitted to take out of Sweden, with- 
out license, unlimited amounts of textiles and shoes. 
Also, the special export restrictions governing sugar, 
meat, rice, and dried fruits have been canceled; and each 
person leaving Sweden is permitted to take one-half kilo- 
gram of coffee. 

The cancellation and the easing of export restrictions 
for coffee and sugar have led to a large increase in the 
quantities of these products which tourists from Denmark 
and Norway bring back fromSweden. In Denmark, 
where coffee is rationed, the association of Danish coffee 
retailers estimates that in a normal day about 6.5 tons 
are imported by Danes returning from Sweden. Since 
the change in Swedish export policy, Norwegian tourists 
returning from Sweden have been allowed to import 10 
kilograms of sugar, which is rationed in Norway. It is 
reported that in one week recently Norwegian tourists 
passing through customs in the southern part of Norway 
brought in 159 tons of sugar. 

Sources: Statens Upplysningsbyraé, Frdn Departement 
och Namnder, Stockholm, Sweden, No. 9/10, 
1952; Bgrsen, Copenhagen, Denmark, July 20, 
1952; Norges Handels og Sj¢fartstidende, Oslo, 
Norway, July 29, 1952. 


Icelandic Herring Fisheries 
The seasonal activity at Icelandic herring fisheries, 


which started at the beginning of July, has so far been 
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disappointing. Herring either salted or used as raw 
material for oil production comprises a large share of 
Iceland’s exports. As of July 26 some 26,000 barrels 
of herring had been salted, compared with 48,000 barrels 
at the same time last year, and some 30,000 hectoliters 
had been delivered to the herring oil factories, which is 
only one tenth of the quantity delivered at the same 
time last year. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, July 29, 1952. 


German Steel Production 


Under an agreement signed on July 28 in Bonn by 
the three Allied High Commissioners and the Federal 
Government of Germany, all limitations on steel produc- 
tion in the German Federal Republic were lifted effective 
July 25. This action was taken in conformance with 
the entry into force of the Schuman Plan on July 25. 

In the future the Allied High Commission and ‘its 
agencies, including the coal and steel control groups, will 
no longer exercise functions which the Schuman Plan has 
transferred to the High Authority of the European 
Coal and Steel Community. The transfer of these func- 
tions will take place as the High Authority is empowered 
to exercise its authority. The Allied High Commission 
will no longer supervise investments and the manage- 
ment of German coal and steel enterprises. However, the 
new agreement does not affect measures for the com- 
pletion of the reorganization of the German coal, iron, 
and steel industries. 

Under previous Allied regulations, German crude steel 
production was limited, in principle, to 11.1 million tons 
annually, but the Allied High Commission was authorized 
to approve a higher output to the extent that the incre- 
ment was used for the common defense effort of the 
NATO powers. In the first half of this year German steel 
output was at an annual rate of 14.7 million tons. 

In accordance with an agreement signed on July 25 in 
Paris concerning the liquidation of the International 
Ruhr Authority, numerous functions of the Ruhr Author- 
ity will cease to exist, while other functions will be 
gradually transferred to the High Authority of the 
European Coal and Steel Community. The agreement 
was signed by the United States, the United Kingdom, 
France, Belgium, Luxembourg, and the Netherlands. 
Source: Neue Ziircher Zeitung, Zirich, Switzerland, 

July 30, 1952. 


Middle East 


Cotton Loans in Egypt 

The first Egyptian Government cotton loan of LE 15 
million (see this News Survey, Vol. V, p. 3) was fully 
subscribed on the first day of its flotation, July 21. Since 
cotton transactions have recently increased on both the 
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spot and forward markets, and cotton exports have im- 
proved somewhat, it is expected that the plan to float 
a second cotton loan of LE 10 million will be abandoned. 
It is believed that the first loan will be sufficient to cover 
the difference between government purchases and sales. 
Total cotton exports during the first ten and a half 
months (September 1, 1951-July 15, 1952) of the present 
cotton season amounted to 4.5 million kantars, com- 
pared with 6.2 million kantars during the corresponding 
period of the previous season (1 kantar = 99.05 pounds). 
If foreign demand for cotton continues to improve in the 
remaining one and a half months of the present season, 
cotton exports may be expected to increase by 1 million 
kantars. 
Sources: Al Ahram, Cairo, Egypt, July 21, 22, and 25, 
1952; The Financial Times, London, England, 
July 23 ,1952. 


Israel’s Foreign Trade 


Israel’s foreign trade during the first quarter of 1952 
showed a deficit of 1£25 million, compared with a deficit 
of 1£19.7 million for the corresponding period in 1951. 
In the first quarter of 1952 imports amounted to 1£31.5 
million and were covered by the following: exports 1£6.5 
million; national funds revenues, I£5 million; U.S. 
grants-in-aid, 1£2.5 million; allocations from Export- 
Import Bank loan, I£5 million; Independence Bonds, 
1£5.25 million; sale of British securities owned by Israelis 
and surrendered to the Government, I£2 million; capital 
transfers and short-term credits, 1£5.25 million. 

Source: Barclays Bank (Dominion, Colonial and Over- 


seas), Overseas Review, London, England, June 
1952. 


Redemption of Palestine Bonds 


Arrangements have been made to redeem valid Pales- 
tine bearer bonds of 10 Palestine pounds each (1 Pales- 
tine pound = 1 pound sterling) issued by the former 
Government of Palestine and which are not held and 
registered in Israel. Bonds will be redeemed at their par 
value, together with valid interest coupons bearing dates 
prior to July 31, 1952. Redemption of these bonds will 
take place between August 1 and August 31. No guar- 
antee can be given that bonds presented after the latter 
date will be paid. 

Source: The Financial Times, London, England, July 
26, 1952. 


Turkey’s Foreign Trade 

Turkey’s Minister of Economy and Commerce has pre- 
dicted that, as a result of rising exports, Turkey will 
soon achieve a balanced foreign trade. The largest single 
category of current imports has been tractors and machin- 
ery required to aid the mechanization of agriculture and 
the expansion of industrial facilities in Turkey. In sup- 
port of his prediction the Minister cited the fact that 
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Turkey’s former leading exports, such as tobacco, dried 
fruits, and nuts, had recently given way to grain, cotton, 
oil seeds and minerals, for which there is a strong foreign 
demand. Turkey is now in a position to export more 
than one million tons of grain a year. Although imports 
in the first six months of 1952, valued at LT 717 million, 
were LT 200 million more than in the corresponding 
months of 1951, exports also increased, from LT 440 
million in 1951 to LT 506 million in 1952. Grain exports, 
amounting to LT 146 million, were the major export item. 
Source: Turkish Information Office, News from Turkey, 
New York, N. Y., July 24, 1952. 


Jute Acreage in Pakistan 


In an effort to bolster the falling jute and burlap 
markets, the Government of Pakistan has decided on a 
25 per cent reduction in jute acreage next year. At the 
close of the jute season in June, carry-over was estimated 
at 1.35 million bales, compared with 0.8 million bales in 
June 1951. 

Source: The Financial Times, London, England, July 26, 
1952. 


Wool Exports and Prices in Pakistan 


Wool exports and prices in Pakistan are reported to 
have picked up after the removal of the export tax on 
wool in April (see this News Survey, Vol. IV, p. 345). 
Very favorable inquiries have been received mainly from 
England, Australia, and the United States. The price of 
superior white wools, which was PRs 92 in April, rose to 
PRs 115 in May and PRs 130 in June. Corresponding 
prices for medium white wools were PRs 85, PRs 104, 
and PRs 130. 


Source: Dawn, Karachi, Pakistan, July 18, 1952. 


Far East 


Ceylon’s Foreign Trade 
Ceylon had an unfavorable trade balance of Rs 67.7 

million for the first half of 1952, compared with a 

favorable balance of Rs 247.9 million for the same period 

last year. Total exports this year were Rs 827.1 million, 

and total imports were Rs 894.8 million, including 

Rs 3.2 million of bullion and specie. Nearly 79 per cent 

of the exports were tea and rubber. Grain and flour 

accounted for 27 per cent of total imports. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, July 25, 
1952. 


Thailand’s Import Duties 
The Ministry of Finance of Thailand has announced 
that import duties are to be increased up to as much as 
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100 per cent. The commodities that will be primarily 
affected are liquors, beer, cosmetics, and other toilet 
goods. 

Source: Far East Trader, New York, N. Y., July 30, 1952. 


Taiwan’s Customs Revenue 

Taiwan’s Maritime Customs reports that the customs 
revenue actually collected in the first half of 1952 
amounted to NT$238.8 million, which was NT$43.6 
million more than had been estimated for that period. 
For the first half of 1951, customs revenue amounted 
to NT$156.8 million. 
Source: Chinese News Service, Press Release, New York, 

N. Y., July 29, 1952. 


Indonesian Plans to Meet Rice Shortage 


In order to alleviate the effects of the rice shortage, 
which has led to substantial increases in rice imports in 
recent years, the Government of Indonesia has issued far- 
reaching regulations covering transportation controls, 
government rice purchasing, and ceilings on both stocks 
and prices. Also, a five-year plan which will increase 
Java rice production by 600,000 tons has been formu- 
lated. It envisages an aggregate expenditure of 800 mil- 
lion rupiah. For the coming rice planting season, the 
Bank Rajkat Indonesia has been authorized to grant 
credits totaling 50 million rupiah. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 4, 1952. 


Revision of Philippine Foreign Exchange Tax Law 


On July 14, the President of the Philippine Republic 
signed Republic Act No. 814, revising the original For- 
eign Exchange Tax Law (Republic Act No. 601). The 
new legislation extends the 17 per cent tax on sales of 
foreign exchange to June 30, 1953; from July 1, 1953, 
the tax rate is to be reduced to 124% per cent, to be 
‘effective to Deceniber 31,° 1953.’ Under the original law, 
the tax was to be reduced on March 28, 1953. 

Under the old law, certain items had been exempt 
from the foreign exchange tax and others were subject 
to a tax refund. The new act, however, eliminates the 
tax refund procedure, and the list of exemptions now 
includes both those items that were exempted and those 
subject to a tax refund under the original act. Also, 
the following commodities have been added to the 
exemption list: (1) industrial starch; (2) supplies and 
equipment purchased directly by or for the armed forces 
of the Philippines and the Civil Aeronautics Adminis- 
tration as certified by the corresponding department 
heads; and (3) agricultural machinery and implements 
and their spare parts and accessories. 

Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., August 1, 
1952. 
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United States and Canada 


U.S. Industrial Production 


Industrial production in the United States dropped 
sharply from 211 per cent of the 1935-39 average in 
May to 203 per cent in June, and a further decline, to 
about 193 per cent, is estimated for July. The June 
decline was due mainly to the work stoppage in the steel 
industry and iron ore mines. The sharper fall in July, 
however, resulted in part from additional curtailment of 
production in steel-consuming industries, as steel inven- 
tories became depleted. Passenger automobile assem- 
blies, for example, which had been maintained at high 
levels in June, were reduced by 60 per cent in July. 
Partly offsetting the decline in durable goods production 
in June was a rise in output of nondurable commodities, 
particularly textiles and petroleum products. 


Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D. C., 
July 30, 1952. 


U.S. Export Quotas on Steel 


U. S. steel exports in the fourth quarter will be licensed 
only for essential purposes, because of shortages caused 
by the prolonged steel strike. The Department of Com- 
merce has announced that, of the 472,800 tons of carbon 
steel available for export during the quarter, about one 
third will be licensed for foreign petroleum operations; 
the remainder will be licensed for defense and defense- 
supporting purposes. 

Steel production has been resumed following an agree- 
ment for settlement on July 24 of the strike which had 
lasted 54 days. According to estimates, 16.3 million 
ingot tons of production were lost during the strike 
period; wages lost for the 600,000 steelworkers are 
estimated at $450 million. 


Sources: The Wall Street Journal, New York, N. Y., 
July 23 and 26, 1952. 


U.S. Tin Imports 


On July 31 the U.S. National Production Authority 
legalized the import of tin by private purchasers. The 
Government had been the sole importer of tin since 
March 1951, when competition for available tin supplies 
caused the world price to rise to extremely high levels. 
The decision to decontrol imports was made at the 
request of private importers and consumers who con- 
tended that a return of the trade to private channels 
would result in a fall in import prices. World tin pro- 
duction is presently above consumption, and it is antici- 
pated that this situation will continue. 


Source: The Journal of Commerce, New York, N. Y., 
August 1, 1952. 
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Canadian Wheat Crop 


Western Canada now expects to harvest in 1952 the 
largest grain crop in its history. Most observers expect 
total wheat production to be in excess of 600 million 
bushels. There is, however, some danger of losses through 
stem rust and early frost. 

Source: The Financial Post, Toronto, Canada, August 2, 
1952. 


Canadian Oil Exports to the United States 

The Standard Oil Company of California has pur- 
chased a refinery site near Seattle, Washington, and 
Trans-Mountain Oil Pipeline Company has raised the 
initial capacity of its pipe line between Edmonton and 
Vancouver by 60 per cent, to 120,000 barrels per day. 
These decisions are taken as indicating that Alberta oil 
will be exported to the United States as soon as the 
pipe line is completed in early 1954. 
Source: The Financial Post, Toronto, Canada, August 2, 

1952. 


Latin America 


Export-Import Bank Credit to Mexico 

The Export-Import Bank of Washington has granted 
a $5 million credit for the rehabilitation of Mexico’s 
Pacific Railroad. The railroad serves one of the most 
important agricultural sections of Mexico, as well as the 
manufacturing center of Guadalajara. 

The credit, with interest at a rate of 34 per cent per 
annum, was granted to the Nacional Financiera, which in 
turn will loan the funds to the Pacific Railroad, drawing 
one half of 1 per cent as commission. The agreement 
with the Export-Import Bank specifies that the funds 
shall be applied only against purchases of equipment and 
supplies in the United States. 

The recent grant is in addition to the $51 million 
credit advanced last year to the Mexican National Rail- 
roads and the $5 million credit to the Ferrocarril Mexi- 
cano (see this News Survey, Vol. IV, p. 63). 

Source: The Journal of Commerce, New York, N. Y., 
August 1, 1952. 


Exchange Operations of Nicaragua 

A recent review by the Banco Nacional de Nicaragua 
of exchange operations in the first half of 1952 indicates 
that total exchange disbursements were $19.2 million, 
and exchange receipts were $26.1 million. Exchange 
receipts were as follows: $20.2 million from private 
imports, $2.5 million from government imports, 
$2.5 million from other payments, and $884,000 on 
account of the coffee tax earmarked for highway con- 
struction. 

Total exports in the first half of the year were $29.5 
million, against $32.0 million in the same period of 1951. 
Since exports for the entire year 1952 are estimated at 
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$33 million, the exports in the first six months represented 

approximately 89 per cent of the estimated total. 

Source: Banco Nacional de Nicaragua, Operaciones 
Cambiarias del Primer Semestre de 1952, 
Managua, Nicaragua, July 1952. 


Venezuelan Budget 

Venezuela’s budget for the fiscal year which began 
July 1, 1952 estimates revenue and expenditures at 2,300 
million bolivares (US$690 million) each. The main 
sources of revenue are hydrocarbons, mainly petroleum 
royalties (775 million bolivares), income taxes (650 mil- 
lion), customs revenue (472 million), liquor and cig- 
arette taxes (147 million), and foreign exchange (112 
million). 

Expenditures have been budgeted for the various 
departments as follows: Interior (362 million bolivares), 
Treasury (226 million), Defense (200 million), Devel- 
opment (131 million), Public Works (680 million), 
Education (146 million), Health and Social Welfare 
(157 million), Agriculture (125 million), Communica- 
tions (119 million), other departments (154 million). 
Total expenditures are 349 million bolivares more than 
in the 1951-52 budget. Additional appropriations during 
1951-52, however, carried total expenditures far above 
the original figure. While final figures for the year are 
not available, provisional data for the ten months ended 
April 30, 1952 show that revenues were 2,112 million 
bolivares and expenditures 2,134 million. 

Source: Embassy of Venezuela, Venezuela Up-to-Date, 
Washington, D. C., July-August 1952. 


Bank for Economic Development in Brazil 

On June 20, 1952 the President of the Republic of 
Brazil signed Law 1628 creating the National Bank for 
Economic Development. This seems to be the last link 
in the program known as the Lafer Plan for economic 
development. 

On November 26; 1951, Law’ 1474--was' signed - (see 
this News Survey, Vol. IV, p. 203) providing for a 15 
per cent surtax on income taxes exceeding 10,000 cru- 
zeiros (about US$500), and a 3 per cent tax on reserves 
and undistributed profits of corporations. At the end 
of five years, 5 per cent bonds will be issued in exchange 
for the amount of the surtax paid plus interest. Law 
1628 states that the bonds will be called “Economic Re- 
equipment Bonds,” will have a nominal face value of 
1,000 cruzeiros, and will be issued at the rate of 2.5 bil- 
lion cruzeiros (US$125 million) per year. The total 
amount expected to be collected, originally estimated at 
10 billion cruzeiros (about US$500 million), is now 
raised to 12.5 billion cruzeiros (about US$625 million). 
The calling of these bonds in 20 annual installments will 
begin one year after issuance. 

The new bank “will act, as a government agency, in 
those financial operations related to the reequipment and 
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development of the national economy” (article 8). Its 
initial capital will amount to 20 million cruzeiros (about 
US$1 million), provided entirely by the Treasury. 

Article 11 of the law specifies that the Bank will 
receive the proceeds of the surtax on income tax, estab- 
lished by Law 1474, and any other taxes, surtaxes, or 
contributions levied for the purpose of economic develop- 
ment or reequipment; and that it will administer any 
foreign credits granted for the same purpose—such es 
those recently obtained from the International Bank for 
Reconstruction and Development and the Export-Import 
Bank of Washington. 

As additional resources for the investments and expen- 
ditures of the Bank, the Executive is empowered to 
determine, during the period 1952-56, the amounts that 
must be deposited by saving banks, insurance and capi- 
talization companies, and social security institutes. The 
annual limits of these deposits are as follows: up to 4 
per cent of the total value of deposits of Federal Savings 
Banks; up to 25 per cent of the annual required tech- 
nical reserves of insurance and capitalization companies; 
up to 3 per cent of the net annual revenues of social 
security institutes. 

These deposits will be repaid during the sixth year 
after the deposit was made; this period, however, may 
be reduced by the Superintendency of Money and Credit. 
Source: Jornal do Commercio, Rio de Janeiro, Brazil, 


June 21, 1952. 


Petroleum Output in Peru 


In the four months January-April 1952, petroleum 
output in Peru amounted to 1,359,708 barrels which is 
6 per cent higher than the production in the correspond- 
ing period in 1951. Of the 1952 production, the Inter- 
national Petroleum Company accounted for 70 per cent 
of the total; the Government’s Empresa Petrolera Fiscal 
for 18 per cent; and the Compaiiia Petrolera Lobitos and 
the Compaiiia de Petréleo Ganso Azul for the remainder. 
Source: Camara de Comercio de Lima, Boletin Mensual, 

Lima, Peru, July 9, 1952. 


Other Countries 
South African Monetary Policy 


According to the South African Minister of Finance, 
the substantial rise in interest rates in the Union in recent 
years, and the fact that the rise is continuing, are of 
great concern to borrowers and to many lending insti- 
tutions. While the rise has been influenced by the up- 
ward trend in overseas markets, the main reason for the 
increase appears to be the unprecedented economic devel- 
opment in the. Union since the war. The persistent 
upward trend of rates and the growing consciousness of 
the scarcity of capital in South Africa and in the world 
in general are causing considerable uncertainty which 
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is resulting in the withholding of funds. from investment 
in long-term loans with a fixed rate of interest. To 
obtain stability in the gilt-edged market and. improve 
the environment for investment in new public issues, the 
Reserve Bank has proposed to the Treasury that the pat- 
tern of rates for various maturities of government, mu- 
nicipal, and public utility securities be agreed upon as 
the basis for official policy as long as existing conditions 
continue. The South African Treasury has lent its full 
support to the proposition. The new pattern provides, 
for example, for a yield to redemption of 43% per cent 
per annum for government stocks, and 5 per cent for 
principal municipal and public utility stocks with matu- 
rities from 12 to 15 years. Yields of 34 and 4 per cent 
will obtain for maturities of 5 years. The Treasury has 
also decided to raise the rate for 6-month Treasury bills 
from 114 to 1% per cent and for 12-month bills from 
134 to 2 per cent, as of August 1. 

Source: The Financial Times, London, England, July 31, 

1952. 


New Zealand Deficit 


The Reserve Bank of New Zealand has reported a 
deficit of £51.3 million in overseas payments for the year 
ended June 1952, compared with a surplus of £39.1 mil- 
lion for the preceding year. Payments for private im- 
ports rose by £101.1 million, to £239.4 million. Receipts 
from exports other than wool resulted in an increase of 
£22 million in total exports; receipts from wool exports 
decreased by £22 million. 

The deficit in June 1952 was £7.8 million, the largest 
monthly deficit this year; the cumulative deficit for the 
first half of the present calendar year was £16.5 million. 
Partly as a result of heavy stocking by importers, and 
partly as a result of the exchange rationing scheme intro- 
duced by the Government after the Conference of Com- 
monwealth Finance Ministers (see this News Survey, 
Vol. IV, p. 315), imports are expected to decline during 
the remainder of 1952. 


Source: The Times, London, England, July 27, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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